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(ii) When the Agency is not expecting
payment from the proceeds of a prod-
uct on which it has a lien but the pur-
chaser of the product inquires about
payment, a letter should be written to
the purchaser as follows:

The FmHA has a security interest in the
(name of product) being sold to you by (name
and address of borrower), but at the present
time is not looking to the proceeds from the
sale of that product for payment on the debt
owned to this agency. Therefore, until fur-
ther notice, it will not be necessary for you
to make payment to the Agency for such
product.

(e) Releases of liens on wool and mohair
marketed by consignment—(1) Conditions.
Liens on wool and mohair may be re-
leased when the security is marketed
by consignment, provided all the fol-
lowing conditions are met:

(i) The producer assigns to the Agen-
cy the proceeds of any advances made,
or to be made, on the wool or mohair
by the broker, less shipping, handling,
processing, and marketing costs.

(ii) The producer assigns to the Agen-
cy the proceeds of the sale of the wool
or mohair, less any remaining costs in
shipping, handling, processing, and
marketing, and less the amount of any
advance (including any interest which
may have accrued on the advance)
made by the broker against the wool or
mohair.

(iii) The producer and broker agree
that the net proceeds of any advances
on, or sale of, the wool or mohair will
be paid by checks made payable jointly
to the producer and the Agency.

(2) Authority. The County Supervisor
may execute releases of the Govern-
ment’s lien on wool and mohair on
Form FmHA 462–4, ‘‘Assignment, Ac-
ceptance, and Release.’’ Since Form
FmHA 462–4 is not a binding agreement
until executed by all parties in inter-
est, including the producer, the broker
and the Government, the County Su-
pervisor may execute it before other
parties sign it.

(f) Notice of termination of security in-
terest to purchasers of farm products
under consents or assignments upon
payment in full. County Supervisors
will notify purchasers of farm products
as soon as the Agency has received
payment in full of indebtedness for col-
lection of which it has accepted assign-

ments or consents to payment of pro-
ceeds from the sale of the farm prod-
ucts. When Form FmHA 441–18 is in ef-
fect under the UCC, the notice to the
purchaser will be made on Form FmHA
460–8, ‘‘Notice of Termination of Secu-
rity Interest in Farm Products.’’ When
assignments have been used, the notice
to the purchaser will be by letter or by
forms prescribed by State Supple-
ments.

(g) Release of Agency interest in insur-
ance policies. When an Agency lien on
property covered by insurance has been
released, the County Supervisor is au-
thorized to notify the insurance com-
pany of the release.

[50 FR 45783, Nov. 1, 1985, as amended at 51
FR 13481, Apr. 21, 1986; 52 FR 32121, Aug. 26,
1987; 53 FR 35784, Sept. 14, 1988; 56 FR 15824,
Apr. 18, 1991; 57 FR 18680, Apr. 30, 1992; 57 FR
60085, Dec. 18, 1992; 58 FR 46075, Sept. 1, 1993;
61 FR 35930, 35931, July 9, 1996]

§ 1962.18 Unapproved disposition of
chattel security.

(a) General. When the County Super-
visor learns that a borrower has made
a disposition of chattel security in a
manner not provided for on Form
FmHA or its successor agency under
Public Law 103–354 1962.1 or becomes
aware of the misuse of proceeds by a
borrower, corrective action must be
taken to protect the Government’s in-
terest.

(b) Notice to borrowers. When a bor-
rower has not properly accounted for
the use of proceeds from the sale of
chattel security, the County Super-
visor must request restitution by use
of a letter similar to Guide Letter 1962–
A–5.

(1) If the borrower makes restitution
or provides suffficient information to
enable the County Supervisor to post-
approve the transaction on Form
FmHA or its successor agency under
Public Law 103–354 1962–1, no further
action will be taken against the bor-
rower. Post-approval can only be given
under the conditions set out in
1962.17(b) of this subpart. Only one such
transgression can be allowed in any pe-
riod covered by the Form FmHA or its
successor agency under Public Law 103–
354 431–2, or other similar plan of oper-
ation acceptable to FmHA or its suc-
cessor agency under Public Law 103–
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354, between annual security inspec-
tions, whichever is appropriate, and
this must be made clear to the bor-
rower.

(2) If the borrower does not make res-
titution, if the County Supervisor can-
not post-approve the transaction, or if
the borrower makes a second unauthor-
ized disposition of security or a misuse
of proceeds after settling the first of-
fense as provided in paragraphs (a) and
(b) of this section, the County Super-
visor will proceed in accordance with
§ 1962.49 of this subpart.

[54 FR 14791, Apr. 13, 1989]

§ 1962.19 Claims against Commodity
Credit Corporation (CCC).

This section is based on a Memo-
randum of Understanding between CCC
and FmHA or its successor agency
under Public Law 103–354 (see Exhibit A
of this subpart). The memorandum sets
forth the procedure to follow when pro-
ducers sell or pledge to CCC as loan
collateral under the Price Support Pro-
gram, commodities on which FmHA or
its successor agency under Public Law
103–354 holds a prior lien, and when the
proceeds, or an agreed amount from
them, are not remitted to FmHA or its
successor agency under Public Law 103–
354 to apply against the producer’s in-
debtedness to FmHA or its successor
agency under Public Law 103–354. In ad-
dition to the procedures outlined in Ex-
hibit A, the following apply:

(a) County Office action. (1) Claims
will not be filed with CCC until it is de-
termined that the amount involved
cannot be collected from the borrower.
Therefore, after preliminary notice is
given of this fact to CCC by the State
Director, the County Supervisor will
make immediate demand on the bor-
rower for the amount of the CCC loan
or the portion of it which should have
been applied to the borrower’s account.
If payment is made, the State Director
will be notified.

(i) If payment is not made, the Coun-
ty Supervisor will determine whether
or not the case should be liquidated in
accordance with § 1962.40 of this sub-
part. Any liquidation action will be
taken immediately. If the borrower has
no property from which recovery can
be made through liquidation or, if after
liquidation, an unpaid balance remains

on the indebtedness secured by the
commodity pledged or sold to CCC, the
County Supervisor will make a full re-
port to the State Director on Form
FmHA or its successor agency under
Public Law 103–354 455–1, ‘‘Request for
Legal Action,’’ with a recommendation
that a claim be filed againt CCC. How-
ever, if the indebtedness is paid
through liquidation action, the State
Director will be notified by memo-
randum.

(ii) If the facts do not warrant liq-
uidation action, the State Director will
be notified, and a recommendation will
be made that no claim be filed against
CCC.

(2) On receiving information from the
State Director that CCC has called the
borrower’s loan, the County Supervisor
will act to protect FmHA or its suc-
cessor agency under Public Law 103–
354’s interest with respect to the com-
modity if CCC is repaid.

(b) State Office action. (1) The State
Director, on receipt of reports and rec-
ommendations from the County Super-
visor, will:

(i) If in agreement with the County
Supervisor’s recommendation not to
file a claim against CCC or if notice is
received that the indebtedness has been
paid, forward notice to CCC.

(ii) If in agreement with the County
Supervisor’s recommendation to file a
claim against CCC, refer the case to
OGC with a statement of facts.

(iii) If OGC determines that FmHA or
its successor agency under Public Law
103–354 holds a prior lien on the com-
modity and the amount due on its loan
is not collectible from the borrower,
send CCC a copy of the OGC memo-
randum with a complete statement of
facts supporting the claim through the
applicable ASCS office or notify CCC if
the OGC memorandum does not sup-
port FmHA or its successor agency
under Public Law 103–354’s claim.

(2) The State Director will notify the
County Supervisor promptly on receiv-
ing information from CCC that the bor-
rower’s loan is being called.

(3) If collection cannot be made from
the borrower or other party (see para-
graph 5 of Exhibit A of this Subpart),
the State Director will give CCC the
reasons, FmHA or its successor agency
under Public Law 103–354 will then be
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